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MEMORIAM: LAWSON PURDY 


with feeling sadness but also pride that offer this small 
tribute the memory cherished charter member the Tax Institute and 
former member the Advisory Council. 


Mr. Purdy was one small group public-spirited persons who organ- 
ized the Tax Institute December, 1932. served the Advisory Council 
from 1932 through 1939. 


Purdy’s long and distinguished career comprised interests and activities 
many fields. After having served for some years lawyer, became 
president the New York City Department Taxes and Assessments 1906 
and served this capacity until 1917. initiated many legislative and ad- 
ministrative reforms relating property taxation. These included separate as- 
sessment figures for land and improvements and the publication assessment 
rolls for study all citizens. 


was secretary and director the Tenement House Committee the 
New York Charity Organization Society from 1916 1933 and controller 
the Corporation Trinity Protestant Episcopal Parish from 1933 1937. 


Among his many avocational activities worthy organizations were serving 
president Russell Sage Foundation, National Municipal League, Provident 
Loan Society, and Robert Schalkenbach Foundation, and trustee Trin- 
ity College. was first board chairman the Regional Plan Association 
New York. 

Mr. Purdy would have been September 13, 1959. maintained 
active interest many worthwhile projects until his death and even requested 
his wife shortly before his death see that his customary annual contributions 
were made all the organizations, including the Tax Institute, which 
had been contributing. 


This writer had the privilege being guest reception given for him 
his 95th birthday. was pleasure and privilege have been acquainted 
with such man and have had his interest and cooperation the work 
the Tax Institute. 


MaBEL WALKER 
Executive Director 
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tax that will cure the slum. the end result many and 
complex causes and its eradication necessitates many and complex remedies. 
That evidenced the planning this program with its diverse approach. 
realized, feel sure, everyone present. 

Although taxes are not chief—probably not even major—factor the 
slum situation, they may aggravate accelerate the slum process. would 
much easier for the makers tax policy taxes had side effects. Then 
they could concentrate the criteria productivity, administrative feasibility, 
and equity. Very frequently that what done—with the major emphasis 
productivity, while economic and sociological side effects are ignored. 

Then, after years, decades, generations, community discovers that 
the downgrade. Industries have moved away, properties have de- 
teriorated, new developments have not been undertaken. Finally, the time 
comes when the tax itself less and less productive and the city becomes 
hard pressed and rundown. Meanwhile, the difficulties changing the system 
appear have become almost insurmountable. 

Blight and slums are signs municipal ill health. city can afford tax 
system that tends contribute these ills, that prevents rehabilitation 
such areas through private enterprise. 


PROPERTY TAX THAT AFFECT DEVELOPMENT ADVERSELY 


The tax that most intimately and intricately related these conditions is, 
course, the real estate tax. Since the real estate tax universal and found 
healthy, well blighted and slum areas, not the tax per se, but 
certain its aspects that are responsible for accelerating trends blight and 
slum conditions. What are some the aspects the property tax that may 
have these adverse effects? 


Magnitude the Burden 


some cases may that the sheer burden the tax heavy that 
private developments cannot successfully undertaken. There could 
many reasons for the tax becoming burdensome. might result from waste- 
ful and inefficient administration, from declining economy, from numer- 
ous other exceptional reasons, might that the city was attempting 


Address before the 26th Annual Conference the National Association Housing 
and Redevelopment Officials, Cincinnati, October 20, 1959. 
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secure too large total revenues from property taxes. 
becoming increasingly evident that the property tax can longer bear 
large share the total local tax burden has done the past. 
ignore the facts the situation and defer the adoption supplementary taxes 
may merely expedite the outward push industry, commerce, and high and 
middle income groups. 


Inefficient Discriminatory Administration 


The tax may having adverse effect because inefficient assessment 
and collection administration. The assessment real estate large city 
difficult function and administrators should have great competence and 
integrity. Inefficiency results uncertainty and discrimination. also con- 
tributes costs compliance since taxpayers will put unnecessary ex- 
pense defending themselves from unfair treatment. These results are mag- 
nified when policies overassessment discriminatory assessment are de- 
liberately followed. Under policy accurate assessment, even coupled 
with high tax rate, the developer knows what expect. policy over- 
assessment discriminatory assessment makes the rate meaningless, and the 
plans are clouded with uncertainty. Sloppy collection procedures 
have somewhat similar effects. 


Differential Impact Taxation Land and Improvements 


Another aspect the tax that may affecting the situation adversely 
relates the differential impact the property tax land and improve- 
ments. 

The part the tax that falls upon land tends stimulate developments and 
bring about more effective utilization the land, both because tends 
make the holding unimproved land burdensome and also because tends 
depress the price land because the capitalization process, thereby 
making land easier acquire. The part the tax that falls upon buildings 
tends retard improvements, increases the cost operating existing 
structures and also represents added cost which the builder must con- 
sider new construction. 

The present tax setup such that old rundown properties frequently yield 
higher profits than high grade properties. The heavy burden the property 
tax improvements some communities makes impossible for developers 
construct desirable projects. 


PROPERTY TAX THAT BEEN TRIED PROPOSED 


Various expedients respecting property taxes have been tried suggested 
the hope fostering healthy development, least removing the de- 
terrents Some the expedients are major and some are minor. 


for example, Tricks Designed Slums,” Journal Housing, XVI 
(July-August, 1959), 232-36. 
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How good are these expedients? not have much on, either 
the way experience critical evaluation priori basis. 

Most the expedients that have been suggested tried grow out the 
recognition the differential impact the tax land and improvements. 


Differential Tax Improvements 


far-reaching tax reform that has had considerable advocacy that im- 
provements exempted from taxation, taxed much lower rate than 
land. The financial stringency the American cities great, however, that 
seems unlikely that the tax improvements can dropped—at least 
the foreseeable future. 

true that the old general property tax, which originally included all 
types property, both real and personal, gradually giving way and that 
personal property taxation has been completely eliminated two 
York and Delaware—and large categories personalty have been exempted 
number other states. may conceivably that the end result this 
devolution the property tax may tax land, with improvements, 
well personalty, exempted. present, however, there does not seem 
any likelihood that happening. Nor does there seem any prospect 
that substantially lower tax improvements will adopted. 

Such differential taxation would not take the profits out the slums unless 
the tax land were made much higher than present. would, however, 
offer decided differential advantage the owners high grade properties. 


Tax Penalties Slum Owners 


Some recent proposals Chicago Realtor Arthur Rubloff have received con- 
siderable publicity. Mr. Rubloff points out that are never going get 
anywhere trying erase slums until stop making their creation profit- 
able via our tax setup. recommends that “local assessors set land values 
high enough slumlords could not afford operate worn out tenements.” 
would also “put sharp limits how much property can depreciated 
for income tax also suggests some nontax remedies, which 
will not discussed here they are outside the scope this paper. 

Now has been recognized for some decades that slums can highly 
profitable. This was pointed out many writers during the thirties. For ex- 
ample, the following statement was made book Urban Blight and 
Slums, published 1938: 


This the strange paradox the slums—that the end stage the de- 
terioration process when the area populated the poorest the poor, the owner 
may able reap profit through the sheer density the population forced 
necessity live the most undesirable surroundings. The presence illegitimate 
activities may moreover increase the profitableness property ownership the de- 
teriorated area. 

The illegal operations and the crowding and leasing obsolete structures (which 


House Home, July, 1959, 
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should illegal) keep land values inflated beyond the point which the land could 
used for socially desirable 


Notwithstanding the revolting fact that some slumlords wax fat human 
misery and that the situation should corrected, somewhat skeptical 
concerning Mr. tax suggestions and more favorably impressed 
some his other proposals. 

Both real estate assessing and income tax depreciation are large and com- 
plex subjects. The consistent effort tax reformers both fields secure 
uniformity treatment for taxpayers and far possible narrow the 
area discretion the part the assessor the internal revenue agent. 
the assessor not accurately assessing slum properties, that situation should 
course corrected. But can safely encourage the assessor pursue 
definite policy discriminatory assessment upgrading values slum 
properties? Moreover, what yardstick shall determine the precise dividing 
line between slum and blighted area, between blighted and non- 
blighted area. These things merge almost imperceptibly into each other. 
would interest see the Rubloff tax proposals spelled out more detail 
and then hear them discussed some our leading assessors and students 
public finance. 


Earnings Tax Improvements 


Mr. proposals are very recent. Another proposal that would have 
dealt with this problem was made prominent New York realtor far 
back 1935. Mr. Peter Grimm, New York real estate broker and one 
time Assistant the Secretary the Treasury, suggested that the tax land 
continue based capital value present, but that the tax 
buildings based earnings imputed Such tax would apply 
all taxpayers, but would fall heavily the owners profitable slum 
properties. would sidestep the difficult and perhaps impossible attempt 
juggle assessments such way tax the profits out the slums. 


Curbing Competition Depreciated Properties 


particularly interesting experiment taking place Boston. 

Many harsh things have been said concerning real estate taxes Boston— 
the most critical these comments coming from its own citizens. has been 
repeatedly claimed that Boston’s taxes were preventing normal developments. 
For example, the statement was made the December 1958, Bulletin 
the Boston Municipal Research Bureau that property taxes are deter- 
ring the normal growth the city. They are holding construction activity far 
below normal replacement levels.” 

Against this background some unusual experimentation taking place 


Walker, Urban Blight and Slums, Cambridge: Harvard University Press, 
1938, pp. 17-18. 

before Institute Public Affairs, University Virginia, July 10, 1935. 
Quoted Walker, Urban Blight and Slums, 258. 
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that city. agreement has been reached between the city officials and the 
Prudential Life Insurance Company that will permit the company after 
seven-year period pay taxes very large redevelopment project 
figure that would calculated permit the company obtain return 
net income (before taxes) that would proportional returns older de- 
preciated properties. was decided that this figure would not excess 
per cent gross revenues, but case less than million per year. The 
taxes paid during the seven-year period would increase gradually this 

Now this seems significant development many respects. will 
highly interesting watch. Although does not seem wise render snap 
judgment approbation condemnation, certain comments and questions 
concerning arise. 

general comment that extra-legal device since the law does not 
provide for such arrangement. cannot, therefore, made binding 
future administrations. 

Some the questions are: 


Will other Boston taxpayers consider that they are the victims discrimination 
and demand comparable treatment? Could this conceivably lead revamping 
the present real estate tax Boston with possible shift the income basis 


instead the capital value basis assessing improvements, assessing both 
land and improvements? 


urban redevelopment this magnitude possible only through major 
change the taxing process, does this suggest that the property tax adminis- 
tered Boston tending stifle industrial development and urban redevelopment? 
tax that militates against healthy economic development suspect. 

this situation limited Boston? time have new look the theory 
and application the real property tax? 


Tax Exemptions and Abatements 


The stock remedy which brought forth almost every occasion some 
form tax exemption. One could wish that this nostrum were used more 
sparingly. 

the tax system restrictive that taxes must abated order get 
certain specific projects advanced, then the question arises whether the tax 
system may not stifling development generally. city not going 
achieve economic health means fostering few specific enterprises, 
even selected categories enterprise. 

the the tax system city inhibits private developers that certain 
projects can accomplished only special tax favors then the city had 
better give its tax system rigorous overhauling. 

New York and some other cities have recently experimented with tax abate- 
ments. The device has apparently boomeranged New York. 1956 the city 
provided for twelve-year period exemption the value improvements 


5See “Boston Redevelopment Contingent Tax Agreement,” Tax Policy, XXVI 
(January, 1959), 3-8. 
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multiple dwellings. permitted amortization per cent the cost over 
nine-year period. Some the buildings were converted luxury type apart- 
ments and much higher rents were charged. The city now trying enforce 
another law denying exemption these projects unless they are under rent 
control. Litigation pending. estimated counsel for the landlords that 
total abatements involve more than $10,000,000.° 


The basic, fundamental objective taxation the raising money carry 
governmental functions demanded the citizens. Some persons also see 
taxes balance wheel for the economy and means correcting maldistribu- 
tion wealth and opportunities. 

should wary, however, expanding the nonrevenue functions that 
taxation supposed perform. should particularly hesitant utilizing 
the taxing power correct sundry and divers defects the economic and 
social structure; for our attempt use taxation remedy some specific ill, 
may unwittingly distort our tax structure and bring pass new hardships 
and injustices. 

There tax cure for the slum. true that our tax system highly 
imperfect. needs constant study and improvement many fronts. Where 
defects exist, should use our best efforts correct them, but impor- 
tant that doing take pains consider the effect the tax structure 
whole, rather than concentrate myopically certain relatively minor 
points and run the risk the process bringing about greater distortion than 
previously existed. 

The great objective tax administration treat taxpayers uniformly and 
equitably, whether not approve their social ethics. Society has other 
and more effective weapons for combatting specific social ills. 

not wish leave the impression that have negative approach the 
subject tax responsibility for the slum. believe much can and should 
done the tax field. First, should certainly everything possible bring 
about efficient administration the property tax. Second, think the time 
ripe for critical overall evaluation the tax now functions, with con- 
sideration some major changes it. Third, should realize that the prop- 
erty tax will not keep pace with local needs. New sources local revenue 
must found. 

Now, these are much larger objectives than the adoption limited tax in- 
centives. They will far harder achieve. But are interested the long 
future. The city confronted with serious problems many fronts and these 
will not readily cleared up. 

long job ahead. 


The New York Times, January 1959, and October 1959. 
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